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AGRICULTURE, U.S. DEPARTMENT OF
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Uniform Federal Assistance Regulations; Subpart 1-Audits, is the title of a notice of
interim rulemaking by the U.S. Department of Agriculture (see the 7/16/85 Fed. Reg.
pp. 28759-66). This interim final rule, with a request for public comments, is
intended by USDA to implement OMB Circular A-128, "Audits of State and Local Govern
ments". In general, it establishes audit requirements for State, local and Indian
Tribal governments that receive USDA Federal assistance and defines USDA responsibil
ities for implementing and monitoring those requirements. Interested persons
should submit comments to Ms. Lynn Zimmerman, Office of Finance and Management, USDA,
Rocm 2117, Auditors Building, 201 14th Street, S.W. Washington, D.C. 20250. Comments
must be received on or before 9/16/85. For further information contact Ms. Zimmer
man at 202/382-1553.

SECURITIES AND EXCHANGE COMMISSION
An amendment to Regulation S-X requiring registered investment companies to account for
net costs incurred is a result of a 12b-1 plan as expense was recently proposed by
the SEC (see the 7/17/85 Fed. Reg., pp. 28953-4). According to the commission, the
amendment would achieve consistent accounting for 12b-1 expenditures thereby ensur
ing greater uniformity in the accounting practices of investment companies and
allowing investors to more accurately compare investment results among investment
companies. Comments are requested by 9/30/85. For additional information contact
John Albert at 202/272-2130.

TREASURY, DEPARTMENT OF
Gerald W. Padwe, CPA, was among those recently announced as new members of the Advisory
Group to the Commissioner of Internal Revenue, according to a 7/16/85 IRS news re
lease. This 18 member group, according to IRS, meets periodically to discuss tax
administration issues with IRS Commissioner Roscoe L. Egger, Jr. and his senior staff
officials. The 18 members of the group, made up of accountants, attorneys, business
executives, educators, small business representatives and government officials,
serve without compensation. Appointments to the group are made from nominations
submitted by professional organizations in the tax field, IRS officials and others
interested in tax administration. Mr. Padwe currently serves as the Chairman of
the AICPA's Legislative Affairs Subcommittee of the Federal Taxation Division. He
has been an AICPA member since 1963. Mr. Padwe is with the firm of Touche Ross
and is their national director of tax practice.

The 1985 state ceiling safe harbor limitations for mortgage subsidy bonds were released
by the IRS on 7/15/85, and will according to IRS, provide issuers with assistance
in determining whether the bonds will be treated as tax exempt obligations under
section 103(a)(1) or (2). According to the IRS release, IR-85-67, mortgage subsidy
bonds are an obligation of a state or local government used to provide mortgages
for owner-occupied residences. The interest on a mortgage subsidy bond is taxable.
However, interest on qualified mortgage bonds will not be subject to tax if certain
requirements are met.

Proposed regulations relating to mortgage credit certificates will be the subjects of
a public hearing to be conducted by the Internal Revenue Service. The public hear
ing will be held on Wednesday, 8/14/85, beginning at 10:00 a.m. in the IRS main a u d i 
torium, 7th floor, IRS building, 1111 Constitution Avenue, N.W. Washington, D.C.
Outlines of oral comments must be delivered or mailed by Wednesday, 7/31/85. For
further information contact B. Faye Easley at 202/566-3935.
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WHITE HOUSE
The White House Conference on Small Business is adding Chicago and Miami to its list of
conferences, according to Executive Director Jack L. Courtemanche. The Chicago con
ference is scheduled for 10/24/85, while Miami's conference will be held 2/14/86.
These additions make Illinois and Florida two of five states holding more than one
conference. Conferences will be held in all fifty states, District of Columbia and
Puerto Rico. They are scheduled to begin in Richmond, V A on 8/9/85 and will conclude
5/22/86 in Syracuse, NY. The National Conference will take place in Washington, D.C.
8/17-21/86. For additional information contact Mark Quigley at 202/653-9550.

SPECIAL: REP. BOUCHER EXPLAINS NECESSITY TO AMEND CIVIL RICO
The U.S. Supreme Court decided that the "defect” in the Racketeer Influenced Corrupt
Organizations Act is in the statute, and according to Rep. Frederick C. Boucher
(D-VA), his bill to amend RICO's civil provisions "is designed to accept the Supreme
Court's decision to make that correction". Rep. Boucher's bill, H.R. 2943, was in
troduced on 7/10/85 (see the 7/15/85 Wash. Rpt.). In remarks which appeared in the
Congressional Record, Rep. Boucher described the major provisions and intent of his
legislation: "First, the plaintiff would have to allege and prove that the defendant
violated the provisions of RICO by engaging in conduct that violated 18 U.S.C. 1962.
That conduct includes engaging in a pattern of racketeering activity. This element
requires that the plaintiff allege and prove that the defendant engaged in at least
two, distinct predicate acts within a 10-year period. Second, the plaintiff would
be required to allege and provide that the defendant had been convicted either of a
RICO violation or of one of the predicate acts involving the conduct upon which the
plaintiff bases his damage claim. Third, plaintiff would have to allege and prove
that he was injured by the defendant's violation of section 1962. Fourth and finally,
the plaintiff would have to bring his action within 1 year after the date of the
latest conviction of the defendant either under RICO or for the predicate offense on
which the plaintiff relies as satisfying the prior-criminal-conviction requirement."
Rep. Boucher's bill has been referred to the Criminal Justice Subcommittee of the
House Judiciary Committee. While both the House and Senate will conduct RICO hear
ings this month, no specific hearing on Rep. Boucher's bill has yet been scheduled.

SPECIAL; WAYS AND MEANS SCHEDULES ADDITIONAL TAX REFORM HEARINGS
The Ways and Means Committee has scheduled 7/29/85 for the tax reform hearing on tax
accounting. Other subjects to be discussed include the completed contract method,
builder bonds, and construction period interest. Additional dates and subjects are
as follows: 7/22/85, mining, timber, individual minimum taxes; 7/25/85, corporate
minimum taxes, regulated securities; 7/26/85, financial institutions; 7/30/85, speci
fic sectoral effects of tax reform; 7/31/85, research and development, venture capital
and capital gains. The 7/22 and 7/29 hearings will begin at 9:30 a.m., while all
others will begin at 9:00 a.m. All hearings will be held in 1100 Longworth House
Office Building.

SPECIAL: CLARIFICATION ON HMO 'S ISSUES PAPER
A recent article in the 7/8/85 Wash, Rpt. reported that the Issues Paper on HMD's
"Accounting by Health Maintenance Organizations and Associated Entities", was for
warded to the FASB and would be exposed for public comment by the FASB. As a point
of clarification, the Board will consider whether to include the topic on its agenda.
If the FASB decides not to add the Issues Paper to its agenda, AcSEC will consider
whether the Issues Paper should be exposed for public comment.
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SPECIAL: HOUSE CONTINUES ACCOUNTING OVERSIGHT HEARINGS: BEVERLY HILLS S&L
A legislative oversight inquiry into the financial accounting and reporting practices
of companies subject to the jurisdiction of the SEC was the description of a 7/15/85
hearing by the Energy and Commerce Subcommittee on Oversight and Investigations,
according to a statement by Chairman, Rep. John D. Dingell (D-MI) , read into the
record by Rep. Ron Wyden (D-OR). The official title of the hearing was Oversight
of the Accounting Industry and Federal Regulatory Agencies: The Failure of the Bever
ly Hills Savings and Loan Association. Witnesses included current management of
Beverly Hills Savings, Mr. Joe B u m s , National Director, Accounting and Auditing,
Touche Ross and Company, and representatives from California-based offices of the
Federal Home Loan Bank Board. According to Rep. Dingell's opening statement, "the
subcommittee first became interested in Beverly Hills because of reports of disputes
over accounting treatment for various transactions and the sudden turnover of audit
firms." Mr. Dingell's statement continued, "In addition to high risk investments,
bad lending, and sloppy procedures, the subcommittee staff has uncovered evidence
of serious conflicts of interest by corporate officers, rebates or kickbacks to
officers by developers receiving money from Beverly Hills, and some creative account
ing that will put to rest any remaining notions that savings and loan institutions
are boring businesses devoted to making home loans." Testifying on behalf of Touche
Ross, Mr. Burns summarized his statement: "The duties and privileges of the inde
pendent auditor were appropriately applied to the Beverly Hills financial statements.
We could not mandate a different business policy and could not dissuade suitably
motivated investors, like Paul Amir, from seeking to share in the Association's
fortunes. We did assure that those operations and the resulting investment risks
and potentials were fairly and accurately presented for examination by anyone inter
ested in making informed investment decisions." During a prior exchange between
acting Subcommittee Chairman Wyden and Mr. James Cirona of the San Francisco Federal
Home Loan Bank Board, Cirona testified that the Beverly Hills Savings and Loan cir
cumstances were not "an abbe r a t i o n " and that there will be more such cases. He
stated that the FHLBB needs "additional tools". He also indicated that expected
testimony from FHLBB Chairman Edwin J. Gray will contain specific legislative pro
posals. Gray is slated to testify on 7/19/85.

For additional information please contact Gina Rosasco, Nick Nichols, or
Shirley Hodgson at 202/872-8190.
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